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ECUADOR: KEY ECONOMIC INDICATORS 


(Money values in millions of dollars, rounded, unless otherwise stated) 


1979 1980 Percent 1981 Yr.End % Change 
Change Projection/ from Prev. 
Latest Info. 12 Months 


NATIONAL ACCOUNTS & PRODUCTION 


GDP, Current Prices 9172 
GDP per capita, Current Prices ($) 1105 
GDP, Constant (1975) Prices 5579 
National Income, Current Prices 7429 
Petroleum Production (thou.bbls/day) 214, 


Petroleum Sector (real % growth) Ss 
Agri-Fish-Livestock Sector (real % growth) 2. 
Manufacturing Sector (real % growth) 8. 
Construction Sector (real % growth) 4. 


FINANCE/FISCAL 


Money Supply (currency, demand dep.) 1400 Z 1715(6/19) 20. 
Private Banks' Time/Savings Deposits 265 ; 318(5/31) 14. 
Central Bank Credit 968 : 1512(6/12) 33. 
Nat'l Consumer Price Index-Annual % Incr) 10. . 18 - 
Central Gov't Budget Revenue 1136 ; 1984 Bhs 
Central Gov't Budget Expenditures 1136 ; 2500 48. 


TRADE & BALANCE OF PAYMENTS 


Total Exports (fob, licenses granted) 2173 1181(6/30) -3. 
Total Exports of Crude Petroleum (mil. 

(mil. bb1) 44. . ; 20.4 i. 

(6/30) 

679(6/30) 1. 
90(6/30) 4. 
116(6/30)-10. 
42(6/30)-19. 
16(6/30) - 
62(6/30)-46. 


Total Exports of Crude Petroleum (fob) 1032 3 

Total Exports Ref.Pet.Products (cif) 145 8 

Total Exports Bananas (fob) 200 > 

Total Exports Coffee Beans (fob) 263 5 

Total Exports Raw Cocoa (fob) 42 5 

Total Exports Proc. Cocoa (fob) 234 6 

Total Exports Raw & Proc. Seafood(fob)123 8 92(6/30) 22. 
Exports to US (fob, licenses granted) 759 ae) N/A - 
Exports to US, % of total 34. ‘ 6 N/A ~ 
Total Imports (cif, licenses liquidated)1320 1 960(6/30) 23. 
Imports from US (fob, licenses granted) 598 9 N/A ~ 
Imports from US, % of total 33% 4 N/A - 
Current Account Balance (net change) - 585 6 - 1200 55. 
Capital Account Balance (net change) 600 5 1100 40. 
Balance of Payments (net change) a3 8 - 100 N/M 
Central Bank Gross Int'l Reserves 784 1084 2 776(6/30)-15. 
Central Bank Net Int'l Reserves 631 856 7 641(6/30)- 5. 
External Public Debt 2698 3410 3 4038 18. 
Nominal Debt Service Ratio (%) 40 38 40 - 
Registered Private External Debt 645 775 a: 1000 29. 


Sources: Central Bank of Ecuador, 1981 Operating Plan, Embassy estimates. Data as of 
July 31, 1981, and subject to revision (most 1980 figures have been revised). 

Ecuador's Population: 8,644,000 (official mid-1981 estimate) 

Official Exchange Rate: 25 sucres = US$1.00 

Free Market Exchange Rate (1980 average);27.7 sucres = US$1.00 

Area: 105,000 square miles (271,000 square kilometers) 


Note: Users of this table should refer to corresponding explanatory information within 
the body of the Report. 





SUMMARY 


Ecuador has been in a period of economic deceleration since the 
end of the "petroleum boom" in the mid- to late-1970s, attributable 
in large part to the low level of petroleum exploratory activities 
since 1972, political uncertainties that have inhibited private 
investment, structural problems in the crop production and live- 
stock sectors, and more recently, lower rates of growth in the 
manufacturing sector. Recent sluggishness in most of the export 
sector has also inhibited growth. Real growth will probably fall 
from 4.6 percent in 1980 to around 4 percent this year and next 
Ecuador produces some 205,000 barrels per day of crude petroleum, 
During 1981, exports of petroleum and petroleum products may ac- 
count for some two-thirds of merchandise exports, in part because 
of declines in the value of cocoa, coffee, and banana exports. 
Ecuador's crop production and livestock sectors remain hindered 
by price controls and investor uncertainties over land invasions 
and the implementation of agrarian reform policies. The forestry 
sector is continuing its high rate of growth, while fish product 
exports (especially shrimp) are also growing. A slowdown in in- 
vestment, higher labor costs, increasing labor conflicts, and 
political uncertainties are causing a slowdown in the growth of 
the manufacturing sector, while public sector housing and road 
building programs are helping ensure respectable growth in the 
construction sector. 


Public sector spending in Ecuador will be about twice as high in 
1981 as in 1979. Substantial increases in revenues, heavy borrow- 
ing, and certain austerity programs should keep Ecuador's fiscal 
situation manageable in the short term, however. The Central 
Government's budget deficit, wage increases during 1960, and the 
February 1981 decision to increase the prices of petroleum products 
sold domestically have resulted in an acceleration of inflation. 
This year inflation should be in the 18 percent range. 


Measuring Ecuador's trade performance is difficult, although it 
is apparent that the sluggishness of Ecuador's exports and rising 
imports will narrow the country's recent series of balance-of- 
merchandise trade surpluses. Ecuador's traditional current ac- 
count deficit will widen substantially this year, leading to a 
balance-of-payments deficit unless public sector external borrow- 
ings are even greater than now planned. Despite the probable 
deficit, Ecuador should end 1981 with sufficient net holdings of 
international reserves to cover 4 months' worth of merchandise 
imports -- a basically healthy level. Ecuador's public external 
debt may exceed $4,000 million by yearend 1981, equivalent to 
almost 30 percent of the country's Gross Domestic Product. While 
Ecuador's debt situation remains manageable, there exists in- 
creasing concern whether recent aggressive borrowing policies can 
be sustained through the mid-1980s. It is highly doubtful that 
there will be a devaluation of the sucre during 1981. 
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Turning to bilateral relations between the United States and Ec- 
uador, these are considered good by both countries. The U.S. 
Government encouraged and supported Ecuador's return to constitu- 
tional government and sought to reduce tensions arising out of the 
Ecuador/Peru border conflict. U.S. support for Ecuador has been 
manifested by the renewal of bilateral economic and technical as- 
sistance programs. Conflicts over fishing rights and territorial 
sea sovereignty have recently strained political relations. Ecua- 
dor follows generally liberal import policies for raw materials 
and capital goods but has implemented restrictive import policies 
for most consumer goods or items produced domestically. Best 
prospects for incremental sales of U.S. goods and services to Ecua- 
dor include power generation and distribution equipment, construc- 
tion machinery and equipment, petroleum industry equipment, tele- 
communications equipment, auto parts and accessories, and health 
and medical equipment. Ecuador has a policy of welcoming and en- 
couraging foreign direct investment within the framework estab- 
lished by its membership in the Andean Pact. Hydrocarbons sector 
companies have faulted the Government of Ecuador for failing to 
honor contractual obligations. New foreign investment in hydro- 
carbons has been prevented by the Government's inability to specify 
the terms and conditions for such investment. Some investors in 
Ecuador blame the Government for failing to establish clear "rules 
of the game" and for a further slowdown in bureaucratic decision- 
making. Other investors remain generally satisfied with their 
operations in Ecuador. 


MACROECONOMIC SITUATION AND PROSPECTS 


ECONOMIC GROWTH: Revised Central Bank of Ecuador figures indicate 
that the Ecuadorean Gross Domestic Product (GDP) grew by 4.6 per- 
cent in 1980, lower than the 5.8 percent revised growth rate for 
1979. The revision is explainable in part by the Bank's continu- 
ing reassessment of Ecuador's national accounts. The Bank has de- 
cided to utilize 1975 as the base year in computing sectoral and 
economy-wide growth rates in constant prices; under the previous 
system 1970 served as the base year. The Bank's figures suggest 
that Ecuador's GDP per capita in constant (1975) dollars was $687 
at the end of 1980. 


In current prices, the 1980 GDP growth rate was 23.5 percent, re- 
sulting in a yearend 1980 GDP of $11,335 million equivalent, an 
average of $1,336 for each of Ecuador's population of 8.5 million 
(yearend 1980 estimate). Ecuadorean statistics on population are 
subject to a wide margin of error, which suggests that per capita 
GDP figures should be treated with caution. While the Central 
Bank at mid-1981 was predicting a real GDP growth rate of 4.7 
percent for 1981, the actual rate of growth may be no more than 

10 percent. The Government of Ecuador's 1981 National Operating 
Plan, a complement to the 1980-1984 National Development Plan, is 
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predicting real growth of 5 percent, based in large part on 
optimism that the country's agriculture/fishing/livestock and 
construction sectors will perform better in 1981 than in 1980. 
These and other optimistic projections made in the Operating Plan 
may not be borne out. 


Ecuador has been in a period of economic deceleration since the 
end of the "petroleum boom" in the mid- tolate-1970s. However, 
real growth continues to be positive and above the estimated rate 
of population growth (some 3.4 percent based on latest estimates 
by the National Statistics Institute). Among the reasons for the 
slowdown have been the low level of petroleum exploratory activi- 
ties in the 1972-1980 period, political uncertainties arising out 
of the 1978-1979 “retorno" process under which a new constitution 
was approved and a democratically elected civilian president and 
congress replaced the former military government, delays in public 
sector spending for major development projects, and continued »vrob- 
lems with the long-troubled agricultural (crop production) and 
livestock sectors. 


Real economic growth in 1982 will also likely be in the 5 per- 
cent range, although a larger than usual number of uncertainties 
(the world markets for Ecuadorean petroleum, coffee, cocoa, and 
banana exports and the ability of recently-installed Ecuadorean 
President Dr. Oswaldo Hurtado to forge a workable political coali- 
tion domestically and improve implementation of major project 
spending, for example) make any economic projections tenuous. 


PETROLEUM SECTOR: The petroleum sector comprised some 16.7 percent 
of Ecuador's 1980 GDP, was responsible for 61.6 percent of Ecua- 
dor's 1980 merchandise exports, and contributed about a quarter of 
1980 public sector revenues. Petroleum production during 1980 was 
some 74.7 million barrels (204.1 thousand barrels per day), about 
4.5 percent less than in 1979. The CEPE (Corporaci6én Estatal 
Petrolera Ecuatoriana, the state oil company) /Texaco Consortium 
operating in Ecuador's eastern jungle region was responsible for 
over 97 percent of 1980 petroleum production. Crude petroleum 
exports during 1980 were valued at $1,294 million, 25 percent 
higher than in 1979, although nearly 10 percent lower in volume 
terms. 


The drop in petroleum production between 1979 and 1980, as well as 
the low level of investment, resulted in negative real growth of 
the sector during 1980. Revised Central Bank statistics indicate 
that Ecuador's "mining and quarrying" sector had a negative growth 
rate of 5 percent in 1980, versus a positive rate of 5.5 percent 
in 1979. Petroleum sector activities account for some 99 percent 
of "mining and quarrying" activities in Ecuador; the non-fuels 
minerals sector remains negligible in macroeconomic importance. 
Both the Central Bank and the Operating Plan predict that the pe- 
troleum sector will grow between 1 and 2 percent in real term 
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during 1981, in large part because of higher crude production. 
According to preliminary figures the volume of petroleum produc- 
tion during the first 6 months of 1981 was some 38.4 million 
barrels (212.3 thousand barrels per day), or around 5 percent 
higher than during the corresponding period of 1980. The 1981 
average may be closer to 205 thousand barrels per day, however, as 
production from existing fields is dropping faster than new fields 
can be put into production. Production cutbacks occasioned by 
CEPE's marketing difficulties could also result in lowered pro- 
duction. Petroleum sector growth during 1982 will probably be 
higher than this year's, particularly if CEPE succeeds in begin- 
ning production from its wholly owned fields in the eastern jungle 
region and continues with its ambitious exploration/industrializa- 
tion program and if the world oil market rebounds from the current 
oversupply or "glut." 


AGRI-FISH-LIVESTOCK SECTOR: Ecuador's "agrarian" sector can be 
defined as including the agriculture (crop production), fishing, 
livestock, and forestry sectors. As such, it employs some 48 per- 
cent of Ecuador's economically active population and contributes 
some 17 percent of GDP. More than a third of Ecuador's 1980 mer- 
chandise exports were raw or processed agrarian sector products. 
The sector as a whole recorded real growth of some 3.1 percent 
during 1980 (revised figure), better than the 1979 growth rate, 
based largely on the high (10 percent range) rates of growth in 
the fishing and forestry sectors. Production of crops for do- 
mestic consumption continued its dismal performance -- the Central 
Bank has estimated a 2 percent drop in the volume of production 
during 1980. Ecuador's crop production and livestock sectors re- 
main characterized by investor uncertainties over "political prices" 
(the Government's policy of controlling prices at artificially 

low levels designed to benefit urban consumers), and over the 
security of their investments. Many farmers andranchers cite 

the Government's unwillingness to evict squatters and continued 
uncertainty over implementation of agrarian reform policies as 
severe disincentives to increased investment and production. Lack 
of credit and adequate infrastructure are also problems. The Cen- 
tral Bank is predicting 2.5 percent real growth for the agrarian 
sector this year, while the Operating Plan predicts 4 percent. 
Among the reasons cited in the Plan's optimistic prediction is the 
expectation for higher crop production because of better weather 
and the availability of more credit. Attaining such a rate of 
growth for the sector as a whole will be difficult, however; per- 
haps a growth rate of about 2 or 2.5 percent would be more real- 
istic. The forestry sector will be the most dynamic, while the 
fishing sector's rate of growth will drop. A 2-month strike ear- 
lier this year by fishers protesting the February 1981 decision 
to increase the price of diesel will adversely affect the sector's 
1981 performance, while the impressive growth in Ecuador's export- 
oriented shrimp farming industry should contribute to the sector's 
growth prospects for 1981. 
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The Operating Plan's projection that the crop production sector 
will grow by 2.4 percent during 1981 may also be too optimistic, 
as the fear of land invasions and widespread price controls, as 
well as higher labor costs and the need to pay the higher fuel and 
transport costs,will continue to be inhibiting factors. Again, 
1982 may be a better year than 1981 for the sector, although it is 
difficult to foresee the day when the crop production sector will 
grow at a faster rate than the country's population. 


MANUFACTURING: The manufacturing sector (excluding petroleum re- 
fining) represents some 17 percent of Ecuador's GDP and is predom- 
inantly oriented to supplying the domestic market. Food process- 
ing is the most important component of the sector, although wood 
products and chemicals (pharmaceuticals) are becoming more impor- 
tant. The Central Bank's revised estimate states that the volume 
of manufacturing output grew by 6.8 percent in 1980, or less than 
either the 1979 figure or the preliminary estimate for 1980. Among 
the factors hampering growth have been higher labor costs, a slow- 
down in investment beginning in 1979, periodic local currency li- 
quidity shortages and high costs for borrowing abroad, increasing 
delays in bureaucratic decision-making, and Ecuador's traditional 
shortage of qualified managerial personnel. The private sector's 
concern that the Government has not adequately defined "the rules 
of the game" for private investment has also been a problem as has, 
more recently, the upsurge in labor conflicts. Current official 
predictions are for between 7 and 9 percent real growth for 


the manufacturing sector during 1981; once more the Embassy would 
be more comfortable with a lower figure, closer to 6 percent. 
Real growth during 1982 may be no higher, with labor conflicts 
taking an even greater toll on efforts to increase production. 


CONSTRUCTION: Encouraged by increasing public sector construction 
(especially public housing and road building), Ecuador's construc- 
tion sector grew by a reported 6.5 percent in 1980, or higher than 
the 1979 rate. Private sector construction activities during 1980 
were sluggish, in part because of political uncertainties leading 
to a reduced level of investment, and in part due to the high cost 
of foreign currency financing (and limited availability of local 
currency financing). Periodic shortages of cement (another product 
subject to price controls) were also a factor. 


The construction sector will probably grow between 4 and 5 

percent this year, although the Operating Plan is predicting 7 
percent growth. Public sector activity should again be more vig- 
orous than that in the private sector. Despite serious delays in 
the implementation of many major petroleum, hydroelectric, and 
other projects, higher public sector spending for housing, roads, 
and other projects should assist the sector's growth. A mid-1981 
50 percent increase in the price of a sack of cement should help 
in alleviating shortages of that commodity. The construction sec- 
tor would be a major beneficiary when and if the Government of 
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Ecuador is able to comply with the ambitious investment project 
spending program in the Operating Plan. Pervasive bureaucratic 
delays and the Hurtado Government's increasing recognition that 
Ecuador has neither the funds nor the capability to implement all 
such projects make the foregoing scenario unlikely. 


FISCAL PERFORMANCE 


Ecuador's fiscal sector presents a confusing picture, not only be- 
cause of limitations on the availability of timely and accurate 
data but also because the greater part of public sector spending 

is undertaken by institutions and semi-autonomous agencies, the 
budgets of which are not integrated with the Central Government's 
budget. It is clear, however, that public sector revenues have 
increased substantially since the inauguration of the Roldos Gov- 
ernment in August 1979, while public sector expenditures have in- 
creased even more rapidly. The sharp increase in oil revenues, 

as well as aggressive borrowing, has thus far allowed the Govern- 
ment of Ecuador to keep its fiscal situation manageable, however. 
Latest official estimates, which are subject to revision, put 1980 
Central Government revenues (including borrowings) at $1,504 mil- 
lion, up about a third from 1979. Petroleum export revenues ear- 
marked for the budget were some $568 million. Total Central Gov- 
ernment expenditures during 1980 were $1,680 million (up by almost 
50 percent from 1979 but well below the $1,993 million called for 
in the 1980 "codified" budget). As a result, the 1980 Central 
Government deficit was some $176 million (net deficit after financ- 
ing operations). This deficit has been transferred to the 1981 
Central Government budget. Public sector spending during 1980 out- 
side the Central Government budget probably exceeded $2,000 million. 
Spending by the state oil company probably exceeded $600 million. 
While about 10 percent of the Central Government's administrative 
budget is devoted to the military's operating costs, a separate, 
non-public "reserved" budget covers weapons procurement. We can 
only guess at the magnitude of the latter. Analysis of total pub- 
lic sector spending is also made more difficult by the large number 
of special funds, earmarked taxes, and other complicating factors 
that have been grafted on to the Ecuadorean fiscal structure. 


Central Government budget outlays could reach $2,500 million in 
1981, of which about a tenth will be spending of revenues that the 
Government will gain from the February increase in the price of 
major petroleum products sold domestically. Finance Minister 
Robalino estimated in July 1981 that current Central Government 
budget revenues would be some $1,700 million this year, suggesting 
a deficit in the range of $800 million. The initial deficit will 
be reduced by planned foreign and internal borrowings, austerity 
programs, and the inability of some Ministries and institutions to 
spend all of the funds allocated to them. A deficit of some $200 
to $250 million (after financing operations) is quite possible. A 
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deficit of this magnitude should not pose insuperable problems. 
However, unless Ecuador receives a massive increase in petroleum 
revenues, raises dramatically the efficiency of its tax collec- 
tion system, or continues on its large-scale borrowing spree, its 
days of doubling budget spending every 2 years are over. None 
of these events appears very plausible in the short run. 


The Operating Plan calls for total 1981 public sector spending of 
$5,510 million, although delays in the spending programs of major 
public sector institutions such as CEPE and INECEL (state electri- 
fication institute) may prevent this figure from being attained. 
Jorge Pareja, the CEPE Manager, recently announced that some $100 
million in planned 1981 industrialization project spending would 
be postponed because the company was physically incapable of com- 
plying with its ambitious spending program. On the other hand, 
spending for high priority hydroelectric projects and for military 
items could meet or exceed planned levels. 


MONETARY POLICY AND INFLATION 


Ecuador's money supply grew by 28 percent during 1980, in part be- 
cause of sharply higher public sector spending but also because of 
the Central Bank's efforts to make more credit available, particu- 
larly to high priority areas such as the crop production sector 

and the export sector. In addition, factory owners and other em- 
ployers needed additional funds to pay the higher worker wages and 
benefits that went into effect during 1980. Money supply growth 
accelerated during early 1981, as the Central Bank made substantial 
emergency loans to commercial banks and other financial institu- 
tions that faced losses of deposits by Ecuadoreans anxious over the 
border conflict with Peru. Not all withdrawn funds left the coun- 
try; many Ecuadoreans kept large sucre cash balances in Ecuador. 
The majority of such deposits have since returned to the system. 
During mid-1981, the rate of money supply growth slowed to about 

22 percent. A drop in sucre lending activity due to a shortage 

of lendable funds contributed to the decline. The principal instru- 
ment of monetary control available to the Monetary Board of Ecuador 
(similar in functions to the Federal Reserve Board in the United 
States)is the encaje legal or reserve requirement. The requirement 
is changed with some frequency and has varied between 20 and 30 
percent thus far during 1981. The Monetary Board also sets ceil- 
ings on interest rates. Despite the establishment of a graduated 
set of rates on bank lending in February 1981 (15 percent maximum 
for loans of 3 years), Ecuador's interest rates are below those 
available internationally. As a result many Ecuadoreans prefer to 
invest or deposit their funds outside the country, which tends to 
cause periodic liquidity shortages in Ecuador. 


According to Ecuador's official Consumer Price Index, inflation 
country-wide was 13.7 percent for 1980, compared with 10.1 percent 
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the previous year. Higher labor costs, increased public sector 
spending, and some shortages of agricultural products, as well as 
accelerating inflation internationally, were responsible for the 
higher rate. Some private sector representatives and economists 
suggest that the official Consumer Price Index understates the 
actual rate of inflation by between 3 and 5 percent because 

the Ecuadorean "market basket" is oriented toward lower and middle 
income wage earners. Inflation during 1980 as measured by the GDP 
price deflator was some 19 percent. Inflation will accelerate 
further during 1981, in large part due to the higher fuel product 
prices enacted in February and the subsequent increase in transport, 
electricity, food, and other prices occasioned by the higher costs 
of fuel. The reduction (effective October 1, 1980) of the Ecuador- 
ean workweek to 40 hours will also exacerbate inflation, as will 
the 1981 Central Government budget deficit. Through the first 6 
months of 1981, officially measured inflation in Quito was running 
at an annual rate of 24.3 percent; by yearend the rate is likely 

to be in the 18 to 20 percent range in the city and perhaps a point 
or two lower country-wide. Inflation may moderate somewhat (16 to 
18 percent) in 1982, since another large increase in fuel prices is 
unlikely and public sector spending will probably not increase at 
as high a rate as was the case in 1980 and 1981. 


INCOME DISTRIBUTION AND LABOR 


Ecuador's income distribution remains highly skewed, with an esti- 
mated 50 percent of the country's population "living on the mar- 
gins of society,” or unemployed and not earning enough to escape 
the subsistence economy. A consultant to the U.S. Agency for In- 
ternational Development estimated that median income in Ecuador 
during 1980 was some $397, which may be a more appropriate statis- 
tic than the per capita GDP figures cited earlier. There is wide- 
spread agreement that Ecuador's "petroleum boom" during the 1970s 
did little to ameliorate income inequalities. Ecuador's general 
industrial minimum wage was raised to the equivalent of $160 per 
month on January 1, 1980. An extensive and complicated system of 
bonuses and fringe benefits raises the real wage to about 160 per- 
cent of the minimum wage. Lower minimum wages apply to workers in 
the agricultural sector and to artisans, among others. Higher 
monthly wages for workers in certain occupational categories have 
been negotiated by the many salary commissions established by the 
Government. 


According to official estimates, Ecuador's population rose to 

8.64 million by mid-1981. Of this total 56 percent were considered 
"rural." Ecuador's “economically active" population is about 2.83 
million. The Ministry of Labor estimates that official unemploy- 
ment is in the 3 percent range; both the Embassy's Labor At- 
tache and major private sector groups suggest 10 percent as a more 
realistic figure. One private sector source estimates urban under- 
employment at 25 percent and rural underemployment at 75 percent. 
The Roldos and Hurtado Administrations have been more sympathetic 
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to labor concerns than were the previous military governments. La- 
bor conflicts have grown in number and intensity, with workers some- 
times striking (and occupying or blockading plants) for the alleged 
purpose of forcing management to comply with the provision of the 
Ecuadorean Labor Law that requires that 15 percent of net profits 

be distributed to workers. 


EXTERNAL SECTOR 


BALANCE-OF-TRADE: It is difficult if not impossible to determine 
Ecuador's true balance-of-trade situation on a timely basis. Sta- 
tistics on export and import licenses collected by the Central 
Bank exclude some categories of exports and imports, such as crude 
petroleum exports and petroleum product imports made under barter 
arrangements and military and some other public sector imports. 

In addition, underinvoicing of exports and imports on which taxes 
must be paid, as well as widespread contraband imports, reduce the 
value of available statistics. The Bank's "import licenses liqui- 
dated" measure of imports is probably less inaccurate as a measure 
of imports than “import licenses granted." In calculating Ecua- 
dor's balance-of-payments performance, the Bank makes certain ad- 
justments to the "licenses" figures. Official Finance Ministry 
trade statistics based primarily on customs transactions are late 
in appearing and also exclude certain public sector imports. 

There is little correlation between U.S.-source data on trade with 
Ecuador and the Ecuadorean-source data cited in this Report. Keep- 
ing these caveats in mind, Ecuador recorded a sizeable balance-of- 
merchandise trade surplus in 1980. Revised Central Bank export 
figures (licenses granted, c.o.b. basis) indicate exports of $2,394 
million, up 10.1 percent from the previous year. On the basis of 
import licenses liquidated, c.i.f. basis, 1980 imports were $1,665 
million, up 26.1 percent from 1979, suggesting a surplus of $729 
million, down 14.5 percent from 1979's surplus of $853 million. 
Petroleum and petroleum product exports accounted for some 61.6 
percent of 1980 export revenues. The corresponding figure for 
1979 was 54.1 percent. Non-petroleum exports fell from $996 mil- 
lion in 1979 to $920 million in 1980, in large part because of 
depressed conditions in the world coffee and cocoa markets. Ex- 
ports of bananas (in value terms, Ecuador's second most important 
export during 1980) grew by 18.5 percent between 1979 and 1980, 
while exports of raw and processed seafood grew by 26.8 percent. 
Shrimp exports grew rapidly and accounted for almost half of total 
fish product exports. 


According to Ecuadorean statistics, Ecuador had a $46 million 
balance-of-merchandise trade surplus with the United States in 
1980, down from a $161 million surplus in 1979. Major categories 
of Ecuadorean exports include crude petroleum, fuel oil, bananas, 
cocoa, coffee, and seafood. According to Central Bank statistics, 
during 1980 the United States was the destination of 31.2 percent 
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of Ecuador's merchandise exports and the source of 38 percent 

of Ecuador's merchandise imports. Ecuador should record a 
balance-of-merchandise trade surplus in 1981 (measured on an ex- 
port licenses granted/import licenses liquidated basis), perhaps 

on the order of $400 million. (Exports of $2,400 million versus 
imports of $2,000 million is a "best guess.") While imports rose 
by some 23 percent during the first half of 1981, exports have 
dropped by close to 4 percent in value terms. The fall in in- 
ternational oil prices is in part responsible -- Ecuador's per 
barrel export price (long-term contracts) dropped from $40.06 in 
January to $32.50 in June. The depressed state of coffee and 

cocoa markets internationally is impacting adversely on Ecuador, 

as is the recession in many industrialized countries. Fish product 
exports (up about 23 percent through June 1981) were about the only 
bright spot in Ecuador's export panorama during the first 6 months 
of 1981. 


CURRENT ACCOUNT/CAPITAL ACCOUNT: The Central Bank has estimated 
that Ecuador had a current account deficit of $770 million in 1980, 
$185 million greater than the previous year's deficit. A declin- 
ing trade surplus and higher net payments for services such as 
transportation explain much of the higher deficit. During 1981, 

a further drop in the balance-of-merchandise trade surplus should 
cause a more sizeable current account deficit -- the most recent 
draft of the 1981 National Operating Plan posits a deficit of 
$1,047 million. The deficit could be some $200 million higher if 
Ecuador's export performance doesn't improve during the second half 
of 1981 and import growth continues at first half levels. During 
1980, Ecuador had a capital account balance of $783 million, 
slightly more than the current account deficit. A similar pattern 
prevailed in 1979. The positive balance was attributable mainly 
to loans from multilateral development banks and private commer- 
cial banks and, to a lesser degree, to net foreign investment in- 
flows. The Operating Plan is predicting a 1981 capital account 
surplus of $1,207 million, which implies substantial borrowing, 

not all of which the Government of Ecuador may be capable of under- 
taking. A capital account surplus of $1,100 million might be more 
realistic. 


BALANCE OF PAYMENTS AND RESERVES: Largely on the strength of ex- 
tensive borrowings (including debt refinancing) during the second 
half of 1980, Ecuador recorded a higher-than-anticipated balance- 
of-payments surplus of $225 million (on the basis of net change in 
international reserves) for the year. The surplus in 1979 was $35 
million. Ecuador's net holdings of international reserves rose to 
$856 million at yearend, up 35.7 percent over a year earlier. The 
yearend total was the highest in the country's history and equiva- 
lent to the value of 6.2 months of imports (licenses liquidated, 
cif basis) at average 1980 levels. 


A number of factors, including the border conflict with Peru, 
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repayment of a number of short-term loans disbursed during the fi- 
nal quarter of 1980, rising international interest rates, and the 
early 1981 sluggishness of Ecuador's export sector, caused net in- 
ternational reserves to drop by over $300 million during the first 
4 months of 1981. Foreign borrowings and other factors have since 
caused some recuperation in the reserve level, which on June 30, 
1981 stood at $641 million, down 5.5 percent from June 30, 1980, 
but still equivalent to the value of 4 months of imports at 1981 
levels. The net change in reserves suggests that Ecuador had a 
balance-of-payments deficit of some $215 million during the first 
half of 1981. Planned public sector borrowing during the second 
half of 1981 will be sizeable but may not be sufficient to over- 
come the first half payments deficit. The Operating Plan forecasts 
a 1981 payments surplus of some $160 million, although that is most 
likely unattainable unless borrowing is even more substantial than 
planned. Given the rising current account deficit and other fac- 
tors, the 1981 balance-of-payments deficit might be in the $100 
million to $200 million range, although the multitude of variables 
affecting balance-of-payments performance makes us wary of making 
any forecast with much confidence. Unless exports recover sub- 
stantially and heavy borrowing continues, a 1982 deficit of simi- 
lar magnitude is quite possible. 


EXTERNAL DEBT: Obtaining timely, accurate, and meaningful infor- 
mation on the amount and composition of Ecuador's public external 
debt remains a problem. Although more information has become 
available during the past year, particularly in the National Devel- 
opment Council's (CONADE) 1981 National Operating Plan, various 
gaps, inconsistencies, and other limitations remain. The Central 
Bank's most recent figures indicate that total public external 
debt (including the previously "hidden" military debt) was some 
$2,698 million at the end of 1979, while the nominal debt service 
ratio (servicing of public external debt as a percentage of actual 
export earnings from merchandise and non-factor services) for that 
year was some 40 percent. The 1979 effective debt service ratio 
was probably closer to 30 percent since the latter figure excludes 
the $520 million refinancing loan signed in February 1979. Total 
public external debt rose to a reported $3,410 million by the end 
of 1980 (an increase of 26.3 percent). The Central Bank estimated 
a 38 percent debt service ratio for 1980. The effective debt ser- 
vice ratio was lower, perhaps in the 30 percent range, since the 
Government did over $600 million in debt refinancing operations in 
that year. Private external debt registered with the Central Bank 
rose from $645 million at the end of 1979 to $775 million at the 
end of 1980. Further revisions to the foregoing 1979 and 1980 ex- 
ternal debt figures are more than possible. 


The Operating Plan estimates that public external debt will rise 
to $4,038 million at the end of 1981, which would represent an in- 
crease of $628 million, or 18.4 percent, during 1981. A debt 
level of this magnitude would represent about 30 percent of 
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estimated yearend GDP, about the same as at yearend 1980. Accord- 
ing to figures from the Operating Plan, the 1981 debt service ratio 
will be 36.2 percent (servicing of $1,126 million compared with 
anticipated exports of goods and services of $3,108 million). Pro- 
vided Ecuador does indeed borrow according to the Operating Plan, 
the actual debt service ratio is likely to be higher, since the 
Operating Plan's estimate for 1981 merchandise exports ($2,727 mil- 
lion) may be too high by about $300 million. While Ecuador contin- 
ues to have a very good credit reputation among the international 
banking community, there exists some doubt that the aggressive bor- 
rowing Of 1980 and 1981 can be sustained through the mid-1980s. 


FOREIGN EXCHANGE: Ecuador operates a dual exchange market. About 
75 percent of foreign exchange transactions are channeled through 
the official market, where the exchange rate of 25 sucres equals 

1 dollar has been in effect for over a decade. The free market 
exchange rate of the sucre varies and during 1980 averaged 27.7 
sucres equals 1 dollar. During 1981, rising international in- 
terest rates, uncertainties created by the Ecuador/Peru border con- 
flict, and fears of devaluation caused the sucre to weaken against 
the dollar. At one point, the free market rate was some 32 sucres 
to the dollar. Large-scale intervention in the free market by the 
Central Bank subsequently caused the sucre to strengthen. By late 
July 1981 the sucre was being quoted at about 28.3 to the dollar. 
Despite persistent rumors and pressures from some exporters, it is 
highly doubtful that the Government of Ecuador will devalue its of- 
ficial exchange rate during 1981. A devaluation during 1982, 

while possible, is also unlikely. Devaluation would be a political 
defeat for the Hurtado Government as well as a mixed blessing for 
the Ecuadorean economy. 


IMPLICATIONS FOR THE UNITED STATES 


BILATERAL RELATIONS: Relations between the Governments of the 
United States and of the Republic of Ecuador are good, with both 
the previous Roldos Administration and the Hurtado Administration 
recognizing the positive and continuing role played by the United 
States in encouraging and supporting Ecuador's return to constitu- 
tional government. During 1981, efforts by the United States and 
other friendly countries to reduce tensions arising out of, and 
later mediate, the Peru/Ecuador border dispute contributed to a 
strengthening of goodwill between the two countries. U.S. support 
for the new Administration of Dr. Oswaldo Hurtado following the 
tragic death of former President Jaime Roldos in May 1981 also 
served to strengthen relations. The most important manifestation 
of U.S. support for Ecuador's democratic government was the re- 
establishment in 1979-81 of a new economic and technical coopera- 
tion program between Ecuador and the U.S. Agency for International 
Development (AID). This Ecuador-AID Program finances small 
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scale projects that facilitate technology transfers from U.S. 
universities and other sources and cooperates with Ecuador in 
strengthening its institutional and human resource capacity to 
implement development programs that benefit low income Ecuadorean 
families. The Multilateral Development Banks such as the World 
Bank (IBRD) and the Inter-American Development Bank (IDB) pro- 
vide large resource transfer loans for Ecuador's hydroelectric 
projects, the construction of road and irrigation systems, rural 
electrification, industrial credits, and other large scale infra- 
structure projects. 


During late 1980 the seizure of 10 U.S.-flag tuna boats for fish- 
ing within Ecuador's claimed 200-mile territorial sea without reg- 
istration documents and fishing licenses required by Ecuadorean 

law made it necessary for the U.S. Government to impose an embargo 
on Ecuadorean tuna exports to the United States, While the embargo 
appears to have done little damage to Ecuadorean economic inter- 
ests, it did exacerbate the strain in bilateral political relations 
created by the tuna boat seizures. The clear-cut conflicts between 
U.S. and Ecuadorean laws and regulations regarding fishing rights 
and related issues of territorial sovereignty will not be easy to 
resolve. Both Governments are aware that an escalation of the 
"tuna war" would serve neither's interest and could cause political 
interest groups in the United States to press for the imposition 

of additional penalties on Ecuador. 


OPPORTUNITIES FOR U.S. EXPORTS: The United States for many years 


has been the single most important source of Ecuadorean imports, 
capturing a 38 percent share of the market in 1980, up from 33,2 
percent in 1979. The foregoing Ecuadorean-source figures should be 
interpreted as orders of magnitude estimates rather than hard data, 
Exports to Ecuador from the United States include a wide variety of 
capital goods and raw and semiprocessed materials for industry, agri- 
cultural products, and, to a lesser degree, consumer goods. 


Given the country's continuing efforts to industrialize, Ecuador 
follows a generally liberal and flexible import policy for raw 
materials and capital goods. Imports that will enable the country 
to expand agricultural production are likewise generally encouraged. 
On the other hand, the Government has for some years pursued import 
substitution policies, particularly for consumer goods and agricul- 
tural products produced domestically, and has discouraged the im- 
port of what it considers luxury goods, which include automobiles. 
One measure taken in February 1981 in response to uncertainties 
created by the Ecuador/Peru border conflict was to raise import 
duties on automobiles and raise the prior deposit requirement (in 
effect a non-interest-bearing loan made by importers to the Central 
Bank) for categories of imports labelled "non-essential." Import 
policies are also guided by Ecuador's membership in the Andean Pact 
and the Latin American Integration Association (which replaced the 
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Latin American Free Trade Association), the result of which is 
often to discriminate against imports from the United States and 
other non-member countries. The Roldos and Hurtado Administra- 
tions have also shown an increasing desire to employ Government- 
to-Government transactions, particularly when the other state is 
willing to accept payment in Ecuadorean bananas or other bartered 
agricultural products. 


The rapid increase in public sector spending has caused the Gov- 
ernment of Ecuador and Ecuadorean public sector institutions to 
place increasing emphasis on supplier credits or other innovative 
and flexible financing offers. On some occasions, credit arrange- 
ments are the deciding factor in procurement decisions. This can 
also be true for some private sector purchases, especially when 
Ecuador is in one of its periodic "liquidity crunches" caused by 
the unavailability of sucres for local currency lending and pro- 
hibitive rates on dollar or other foreign currency lending. In ad- 
dition to financing considerations, some major purchasers, such as 
INECEL and the Ministry of Public Works, sometimes require that 
offers be presented as package deals, with each "package" compris- 
ing many components. Companies from the United States willing to 
form consortia with foreign partners are likely to find their mar- 
ket prospects enhanced. 


For American companies not already represented in the Ecuadorean 
market, the appointment of a qualified and aggressive local agent 


or representative is strongly recommended. It is usually prefer- 
able to appoint an exclusive agent for the country as a whole, 
particularly for items having a high unit cost. In situations 
where the Quito and Guayaquil areas are essentially two separate 
markets, the appointment of separate agents should be considered. 
In cases of contracts involving bidding procedures, the employment 
of an Ecuadorean legal representative is mandatory. Some U.S. 
companies also appoint a commercial or sales representative. In 
recent months the importance of having a well-connected agent in 
Ecuador has increased, both because an acceleration in public sec- 
tor spending has created additional sales opportunities and because 
a higher proportion of such opportunities are being handled through 
procurement mechanisms other than well-publicized international 
calls for bids. An aggressive agent may be able to influence pro- 
curement decisions by becoming involved in the study and design 
stages of a project, that is before prospective suppliers lacking 
an on-the-scene agent are even aware of the sales opportunity. In 
selecting an agent, some new-to-market firms might consider asso- 
ciating themselves with an established dealer seeking to fill out 
his product line. 


For exporters of goods and services unable to visit Ecuador, the 
Agent/Distributor Service offered by the Department of Commerce 
in cooperation with the Embassy and Consulate General in Guayaquil 
is often an appropriate way to go about entering the Ecuadorean 
market. An alternative might be participation in a single company 
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promotion or other trade promotion event sponsored by the U.S. 
Government. Upcoming events tentatively planned for Quito and 
Guayaquil include a construction equipment trade mission, an 
agricultural equipment seminar/mission, a food and dairy video 
exposition, a building supply materials video exposition, and a 
trade mission from the State of Florida. A seminar mission fea- 
turing electrical power equipment will visit Ecuador in August 
1982. The final section of this Report contains information on 
how representatives of the American business community may parti- 
cipate in the U.S. Government's wide array of export promotion 
activities. 


BEST PROSPECTS 


Ecuador should remain a significant and growing market for a wide 
range of goods and services from the United States. In general, 
products from the United States are well regarded by Ecuadorean 
importers, particularly if the exporter is able to provide support 
services and spare parts; training, including Spanish language man- 
uals and instructions for technicians; and flexible financing terms. 
The ability to make rapid deliveries is also an important considera- 
tion and one where many suppliers from the United States are facing 
strong competition from foreign exporters. 


Because of private sector uncertainties relating to the recent 
changeover in Administrations and private sector complaints that 


their representatives are not consulted by the Government, public 
sector projects generally represent the best sales opportunities 
for prospective U.S. suppliers over the next 18 to 24 months. 
Should the Hurtado Government be able to bring about an accelera- 
tion of major project and priority spending as called for in the 
1981 National Operating Plan, export opportunities will be further 
enhanced. 


POWER GENERATION AND DISTRIBUTION EQUIPMENT: INECEL, the state 
electrification institute, and, to a much lesser degree, regional 
power distribution authorities are the major end-users. INECEL's 
1980-1984 Master Plan calls for spending $1,000 million for new 
generating facilities and $520 million for transmission and distri- 
bution lines and equipment. Major hydroelectric projects include 
Paute (to be financed in part by the Inter-American Development 
Bank and already under construction) and Agoyan. Other projects 
designed to take advantage of Ecuador's vast hydropower potential 
are in advanced stages of planning. Also of crucial importance to 
INECEL is its National Interconnected System, to ke financed in 
part by the World Bank. For many large scale and prestige projects, 
prospective U.S. suppliers will find it difficult to compete against 
the aggressive financing offers likely to be made by third: country 
export credit institutions. Hence, better opportunities can pro- 
bably be found among less visible projects. Products 

with good sales potential include 
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elevation and reduction substation equipment, transformers, 
switchboards, distribution and high tension cables, and equip- 
ment for rural electrification projects, including "mini-hydro" 
facilities. Further information on Ecuador's electrical power 
sector is contained in a Post-Initiated Market Study on the sub- 
ject completed in April 1981. 


CONSTRUCTION MACHINERY AND EQUIPMENT: The 1981 National Operating 
Plan increases the already heavy emphasis the Government of Ecua- 
dor has placed on infrastructure projects, opening up substantial 
sales opportunities. Major end-users include the Ministry of Pub- 
lic Works, Army Corps of Engineers, and private construction compan- 
ies, some of which work under contract to CEPE (state oil company), 
the CEPE/Texaco Consortium, and provincial and local public sector 
entities. Specific projects include road building, both inter-city 
and in rural areas as part of the Government's Integrated Rural 
Development Strategy; housing projects for the urban poor; potable 
water and drainage projects; and road building, pipeline construc- 
tion, and related infrastructure works by CEPE subcontractors in 
the oil-producing region. Best prospects for sales include self- 
propelled vibratory rollers, crushing plants, asphalt batching, 

and distribution and finishing plants, service trucks, low boys, 
and equipment accessories and parts. New-to-market suppliers of 
crawler tractors, motorgraders, frontend loaders, and backhoes face 
strong competition from established dealers. 

Opportunities for the sale of most used equipment are minimal, while 
leasing of construction machinery has not been successful in Ecua- 
dor. Additional information is contained in a Post-Initiated Mar- 
ket Study on Construction Machinery and Equipment completed in July 
1981. A Construction Equipment Trade Mission organized by the De- 
partment of Commerce is scheduled to visit Ecuador in early 1982. 


PETROLEUM INDUSTRY EQUIPMENT: Major end-users include CEPE, the 
state oil company; Texaco, which currently produces about 97 per- 
cent of Ecuador's crude; and City Investing. It is unlikely that 
additional foreign petroleum companies will be able to sign "risk 
sharing" exploratory contracts with the Government during the next 
12 months. CEPE's efforts to locate and develop additional petro- 
leum deposits have accelerated significantly since late 1979, 
opening up expanded sales opportunities for prospective U.S. sup- 
pliers. In late 1981 or 1982 a CEPE subcontractor may initiate 
efforts to locate additional natural gas deposits in the Gulf of 
Guayaquil. On the other hand, CEPE's industrialization efforts 
(expansion of the Esmeraldas refinery, construction of a new 

75,000 barrel per day refinery, construction of a lubricants plant, 
two fertilizer plants, and eventually a petrochemical complex) are 
proceeding slowly because of shortages of qualified and experienced 
CEPE personnel and lack of adequate financing. The best prospects 
for incremental sales to CEPE in the short term include pipe, 

pumps and compressors, petroleum production equipment, petroleum 
storage tanks, drilling rigs and accessories, and replacement parts 
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for the previously-mentioned items. U.S. construction and engi- 
neering companies may wish to approach CEPE to lay the qroundwork 
for future involvement in major industrialization projects. In 
addition, U.S. suppliers of motor gasoline, diesel, and kerosene 
should be aware that CEPE imports over $200 million per year of 
these products. CEPE has a procurement office in Houston, which 
is located at 1980 South Post Oak Road, Houston, Texas 77056, 
telephone 713-850-1601, telex 76-2441, although final procurement 
decisions are usually made by the CEPE headquarters in Quito. 


TELECOMMUNICATIONS EQUIPMENT: Best. prospects for incremental sales 
include telephone switching and switchboard equipment; telephone 
carrier equipment; repeater equipment; and commercial radio com- 
munications equipment. Major end-users include IETEL, the national 
telecommunications authority; the Ministries of Defense and Govern- 
ment (Police); and Ecuadorean television and radio stations. IETEL 
priorities include provision of voice communications links to the 
country's vast rural areas; establishment of a comprehensive tele- 
phone network in Ecuador; and eventual replacement of some of the 
more antiquated and failure-prone components of the current tele- 
phone/telex system. While Ericsson of Sweden has been supplying 
the bulk of Ecuador's telecommunications equipment in recent years, 
quality products from the United States, provided they are compat- 
ible with existing equipment and supported by rapid delivery and 
followup servicing, have good sales prospects. Products incorpo- 
rating state-of-the-art technology are likely to have an advantage 
in the market. 


AUTO PARTS AND ACCESSORIES: Sales opportunities include brakes 
and parts, parts for gasoline and diesel engines, tires, engine 
electrical equipment, and measuring and dispensing pumps. These 
products are usually sold through agents and distributors to the 
large and growing number of retail outlets. While high import 
duties and an increasing tendency of Ecuadoreans to purchase non- 
U.S. subcompacts. are factors limiting future prospects, the market 
should remain lucrative over the next few years. Another factor 
tending to enhance market prospects is the Government's identifica- 
tion of new automobiles as "luxury" or "non-essential" imports and 
consequent efforts to limit such imports. Continuation of such 
efforts, as well as the February 1981 price increases for gasoline 
and diesel, could cause many Ecuadoreans to be more attentive to 
maintenance of their current vehicles. 


HEALTH AND MEDICAL EQUIPMENT: Best prospects for sales include 
electromedical equipment for human medicine, X-ray apparatus, 
medical-surgical furniture, and syringes. The health care field 
in Ecuador is dominated by a number of public sector agencies, 
including the Ministry of Public Health; IESS, the Ecuadorean Social 
Security Institute; the Armed Forces of Ecuador; and the National 
Police. The Ministry of Public Health alone controls about half 
the country's hospital beds. There are also a number of private 
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clinics and laboratories. Improving health care in rural areas 

is an important priority of the Administration's Integrated Rural 
Development strategy, and should emerge as a major spending pri- 
ority during the early 1980s. The United States has traditionally 
been the leading supplier of equipment to the health care sector, 
although recently a strong sales effort by Western European firms 
has reduced the U.S. market share. The fact that many Ecuadorean 
medical personnel have been trained in the United States is an 
advantage for U.S. exporters. 


INVESTMENT CLIMATE AND OPPORTUNITIES 


LAWS AND POLICIES: Because of Ecuador's membership in the Andean 
Pact, the Pact's Decisions 24, 103, and 109 are the major regional 
regulations governing foreign direct investment. These laws are 
supplemented by Ecuador's Industrial Development Law, approved 
during the mid-1970s, and specific sectoral laws, such as the Bank- 
ing Law of 1970, the Hydrocarbons Law of 1971 (as amended), and the 
Fishing Law of 1973. In the past, Ecuador has chosen to implement 
some of the Andean Pact's restrictions on foreign investment in 

a flexible manner. Both former President Roldos and President 
Hurtado have asserted that Ecuador welcomes and encourages foreign 
direct investment, particularly in ventures that are export- 
oriented or would otherwise further the objectives of the 1980- 
1984 National Development Plan. Ecuador offers various tax and 


other incentives to incoming investment, with more generous 
incentives available when investors are willing to locate out- 
side the Quito and Guayaquil areas. The Ministry of Industries, 
Commerce, and Integration serves as a screening mechanism for 
foreign investment, while CENDES, the Industrial Development 
Center of Ecuador, offers certain assistance. 


EXPERIENCE OF U.S. FIRMS: Hydrocarbons (petroleum and natural 
gas) companies from the United States that have become involved 
in Ecuador have had decidedly mixed, and usually negative, 
experiences. The coming to power of the military government in 
1972 led to a decision by most of the U.S. and other foreign- 
based petroleum companies then involved in Ecuador to leave the 
country. In the mid-1970s, Gulf Oil Company and the Government 
came to an agreement whereby Gulf sold all of its remaining assets 
in petroleum production activities to the state oil company. The 
Government's cancellation of the ADA Consortium's and of North- 
west Energy's natural gas concessions during the 1970s further 
sullied Ecuador's reputation among many private oil companies. 

On the other hand, Texaco and City Investing continue their 
Operations here. A number of other U.S.-based companies, such 

as Occidental, Conoco, Union Texas, and Huffington, have indicated 
interest in undertaking exploratory activities in Ecuador under 
mutually satisfactory terms and conditions. 
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The experience of U.S. investors in Ecuador's manufacturing, food 
processing, tourism, and banking sectors has been more favorable, 
although there remains a degree of hesitancy on the part of some 
investors to increase their financial involvement here. Among 

some current investors there is also rising concern over labor con- 
flicts, increasing labor costs, and the inability or unwillingness 
of governmental authorities to dislodge squatters or workers ille- 
gally occupying company installations. Another cause for complaint 
has been the further slowdown in the decision-making process among 
the bureaucracy. These concerns are far from universal among busi- 
ness community representatives; various U.S. citizens with business 
interests here remain generally satisfied with their operations. 

No reliable statistics on the net book value of U.S. direct invest- 
ment in Ecuador are available. 


OPPORTUNITIES: The inability of the Ecuadorean Government to define 
the terms and conditions for new hydrocarbons sector exploratory 
activities suggests that the role of foreign oil companies in Ecua- 
dor will be limited over the near term to providing specific ser- 
vices under contract to CEPE or Texaco or purchasing whatever volumes 
of Equadorean "“oriente” crude and fuel oil that remain available 

for export. Opportunities for mutually beneficial investments ex- 
ist in other sectors, however. Of highest interest currently is 
Ecuador's rapidly expanding shrimp farming industry. Other ventures 
in the broad "agroindustrial" area might also be worth investigat- 
ing. There is also wide agreement that Ecuador has considerable 
potential as a producer of wood and wood products and as a producer 
of minerals. At present minerals development is very limited, in 
part because much of Ecuador has yet to be explored and in part be- 
cause of mining laws and policies that many prospective private 
investors perceive as offering insufficient incentives and guaran- 
tees. A new mining law is under consideration, but prospects for 
its approval and implementation are not bright. 


FOR FURTHER INFORMATION 


The Embassy in Quito and the Consulate General in Guayaquil, in 
cooperation with the Departments of Commerce, Agriculture, and 
State in the United States, welcome the opportunity to assist ex- 
porters, investors, and others from the United States interested in 
broadening U.S./Ecuadorean commercial relations. Those in the 
United States should make the nearest District Office of the De- 
partment of Commerce their first point of contact. Besides pro- 
viding general briefing materials, the Department of Commerce trade 
specialists can provide both general and specific information and 
assistance, such as the previously mentioned Agent/Distributor Ser- 
vice, credit reports on individual Ecuadorean importers or prospec- 
tive agents, recent market research studies, and guidance on the 
upcoming trade missions, technical seminars, and catalog shows that 
are scheduled to be held in Quito and/or Guayaquil. Available 
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publications include the February 1979 Overseas Business Report, 
"Marketing in Ecuador" (an updated version is due to be published 
in the Fall of 1981), and the Embassy's July 1980 "Investment 
Climate Statement." The Country Specialists for Ecuador in both 
the Department of Commerce's International Trade Administration 
and in the Foreign Agricultural Service, USDA, can also be valuable 
sources of assistance. Business visitors to Ecuador are invited 
to make an appointment to meet with the Foreign Commercial Service 
Officers assigned to Quito and Guayaquil, the Embassy's Agricul- 
tural Attache, or the Embassy's Economic/Petroleum Officer. Such 
officers are prepared to offer all appropriate assistance, includ- 
ing making available government facilities for small trade promo- 
tion events, suggesting possible appointments and contacts, and 
providing general and specific information on commercial and eco- 
nomic matters. 





International Trade Administration District Offices 


Albuquerque, 87102, 505 Marquette 
Ave. NW., Rm. 1015. (505) 766-2386. 


Anchorage, 99513, P.O. Box 32, 
701 C St. (907) 271-5041. 


Atlanta, 30309, Suite 600, 1365 
Peachtree St., NE. (404) 881-7000. 


Baltimore, 21202, 415 U.S. Custom- 
house, Gay and Lombard Sts. (301) 
962-3560. 


Birmingham, 35205, Suite 200-201, 
908 S. 20th St. (205) 254-1331. 


Boston, 02116, 10th Floor, 441 
Stuart St. (617) 223-2312. 


Buffalo, 14202, 1312 Federal Bldg., 
111 W. Huron St. (716) 846-4191. 


Charleston, W.Va., 25301, 3000 New 
Federal Office Bldg., 500 Quarrier 
St. (304) 343-6181, Ext. 375. 


Cheyenne, 82001, 6022 O’Mahoney 
Federal Center, 2120 Capitol Ave. 
(307) 778-2220, Ext. 2151. 


Chicago, 60603, Room 1406, Mid- 
Continental Plaza Bldg., 55 E. Mon- 
roe St. (312) 353-4450. 


Cincinnati, 45202, 10504 Fed. Bldg., 
550 Main St. (513) 684-2944. 


Cleveland, 44114, Room 600, 666 
Euclid Ave. (216) 522-4750. 


Columbia, S.C., 29201, Fed. Bldg., 
1835 Assembly St. (803) 765-5345. 
Dallas, 75242, Room 7AS5, 1100 
Commerce St. (214) 767-0542. 
Denver, 80202, Room 177, US. 
Custom House, 721 19th St. (303) 
837-3246. 


Des Moines, 50309, 817 Federal 
Bldg., 210 Walnut St. (515) 284-4222. 


Detroit, 48226, 445 Federal Bldg., 
231 W. Lafayette (313) 226-3650. 
Greensboro, N.C., 27402, 203 Fed- 
eral Bldg., W. Market St., P.O. Box 
1950. (919) 378-5345. 

Hartford, 06103, Room 610-B, Fed. 
Bidg., 450 Main St. (203) 244-3530. 
Honolulu, 96850, 4106 Federal Bidg., 
300 Ala Moana Blvd., P.O. Box 
50026. (808) 546-8694. 

Houston, 77002, 2625 Federal Bidg., 
515 Rusk St. (713) 226-4231. 
Indianapolis, 46204, 357 U.S. Court- 
house & Federal Office Bldg., 46 E. 
Ohio St. (317) 269-6214. 

Jackson, Miss., 39201, Suite 550, 
200 East Pascagoula (601) 960-4388. 
Kansas City, 64106, Rm. 1840, 
Savers Federal Bldg., 601 E. 12th St. 
(816) 374-3142. 

Little Rock, 72201, Rm. 635, 320 W. 
Capitol Ave. (501) 378-5794. 

Los Angeles, 90049, Rm. 800, 11777 
San Vicente Blvd. (213) 824-7591. 
Louisville, 40202, Rm. 636B, U.S. 
Post Office and Courthouse Bldg. 
(502) 582-5066. 

Memphis, 38103, Room 710, 147 
Jefferson Ave. (901) 521-3213. 
Miami, 33130, Rm. 821, City Na- 
tional Bank Bldg., 25 W. Flagler St. 
(305) 350-5267. 

Milwaukee, 53202, 605 Federal Of- 
fice Bldg., 517 E. Wisconsin Ave. 
(414) 291-3473. 

Minneapolis, 55401, 218 Federal 
Bidg., 110 S. 4th St. (612) 725-2133. 
New Orleans, 70130, Room 432, In- 
ternational Trade Mart, 2 Canal St. 
(504) 589-6546. 


New York, 10278, 37th Floor, Fed- 
eral Office Bldg., 26 Federal Plaza, 
Foley Sq. (212) 264-0634. 

Newark, 07102, Gateway Bldg. (4th 
floor) Market St. & Penn Plaza 
(201) 645-6214. 


Omaha, 68102, Empire State Bldg., 
Ist Floor, 300 S. 19th St. (402) 221- 
3664. 


Philadelphia, 19106, 9448 Federal 
Bldg., 600 Arch St. (215) 597-2866. 
Phoenix, 85073, 2950 Valley Bank 
Center, 201 N. Central Ave. (602) 
261-3285. 

Pittsburgh, 15222, 2002 Fed. Bldg., 
1000 Liberty Ave. (412) 644-2850. 


Portland, Ore., 97204, Room 618, 
1220 S.W. 3rd Ave. (503) 221-3001. 


Reno, Nev., 89503, 777 W. 2nd St., 
Room 120. (702) 784-5203. 


Richmond, 23240, 8010 Federal 
Bldg., 400 N. 8th St. (804) 771-2246. 
St. Louis, 63105, 120 S. Central 
Ave. (314) 425-3302. 

Salt Lake City, 84101, Rm. 340, U.S. 
Post Office and Courthouse Bldg., 
350 S. Main St. (801) 524-5116. 

San Francisco, 94102, Federal Bldg., 
Box 36013, 450 Golden Gate Ave. 
(415) 556-5860. 

San Juan, P.R., 00918, Room 659, 
Federal Bldg., Chardon Ave. (809) 
753-4555, Ext. 555. 

Savannah, 31412, 222 U.S. Court- 
house, P.O. Box 9746, 125-29 Bull 
St. (912) 944-4204. 

Seattle, 98109, 706 Lake Union 
Bldg., 1700 Westlake Ave., North 
(206) 442-5616. 





You might be, if you don’t have current, up-to-date in- 

formation on the countries to which you are 

Overseas Business Reports and Foreign Economic 
YOU Trends and their Implications for the United States 

offer country-by-country reports with the information 


EXPORTING you need to succeed in overseas : 
BLINDFOLDED? 972 


trade and investment conditions and opportunities. 
They'll bring you the latest marketing information on 
countries offering good potential as sales outlets for 
U.S. goods. You'll find information on: 


@ transportation 
@ trade regulations 
@ distribution channels © market prospects for 
@ natural resources selected U.S. products 
© population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 


twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 


Implications for the United States 
focus closely on current economic developments and 
trends in 130 countries. This series is essential for 
analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect US. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


TETAS SES ESM IE NT FNRI LE SNORE FR ASN. SRR TH ROE MG, SRR EME TSO ASS RSA OYE“ EE ASC AS DP NEES EE 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Only 
Enclosed is $________ D0 check, 
(© money order, or charge to my aw Total charges $______ Fill in the boxes below. 


Deposit Account No. Credit 
PLTITIIH) hag | Card No. PIS LIT ei Ser 


7 = Expiration Date 
CU Month/Year Lian 


Enter my subscription to: [] Overseas Business Reports at $40 per year ($50 overseas) 
(0 Foreign Economic Trends at $50 ($62.50 overseas) 


Company Name 


individual's Name—First. Last 


Street address 


City State ZIP Code 


PCR enews 


(or Country) 


PLEASE PRINT OR TYPE 





